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Chapter DFI-SL 22
DEBT CANCELLA TION CONTRACTS AND DEBT SUSPENSION AGREEMENTS

DFI-SL22.01 Definitions. DFI-SL 22.05Disclosures.
DFI-SL 22.02Prohibited practices. DFI-SL 22.06Affirmative election to purchase and acknowledgement of reogipt
DFI-SL 22.03Refundsof fees in the event of termination prepayment of the cev disclosuresequired.

eredloan. DFI-SL 22.07Safety and soundness requirements.

DFI-SL 22.04Method of payment of fees.

Note: This chapter takesfett on April 1, 2006, except for those provisions eomtions of an extension of credit conditioned upon the customer

parableto the provisions of 12 CFR sec. 37 that are subject to a delégeiivefdate i ; i
by the United States @¢e of the Comptroller of CurrencyThese provisions shall entering |nto_ a debt Can.ce."atlon contract or debt suspension
becomeeffective when the comparable provisions of 12 CFR sec. 37 becéene ef agreementvith the association.

tive. The administrator for the division of banking shall issue interpretive letters con iati
firming which provisions of this chapter have beconfiecif’e and the ééctive date (2) MISREPRESENTATIONSSENERALLY. An association shafiot

of these provisions. engagen any practice or use any advertisement that is false, mis
leadingor deceptive, or which omits to state material information,
DFI-SL 22.01 Definitions. In this chapter: or otherwise would cause a reasonable person to reaetr@an

(1) “Actuarial method’meanghe method of allocating pay neousbelief with respect to information that may be disclosed
mentsmade on a debt between the amount financed and Higlerthis section. o
financechage pursuant to which a payment is applied first to the (3) PROHIBITED CONTRACT TERMS. An association shall not
accumulatedfinance chage and any remainder is subtracte@ffer debt cancellation contracts or debt suspension agreements
from, or any deficiency is added to, the unpaid balance of tHatcontain any of the following:

amountfinanced. (a) Terms giving the association the right unilaterally to
(2) “Association” has the meaning set forth in245.01 (1) modify the contract unless the modification is favorable to the
Stats. customerand is made without additional charto the customer

(3) “Closed—-endcredit” means consumer credit other tha/" the customer is notified of any proposed change gobisded
open—enctredit as defined in this section. areasonable opportunity to cancel the contract without penalty

(4) “Contract” means a debt cancellation contract ateat beforethe change.g'oes intofegt, .
suspensioragreement. (b) Terms requiring a lump sum, single paymifemtthe con

(5) “Customer’means aindividual who obtains an extensiontraCt payable at the outset of the contract, where the debt subject

¢ oredit f i imarily f | famil to the contract is a residential mortgage loan.
of credit from an association primarily tor personal, family Of yisiory: cR 05-045 cr. Register January 2006 No. 60%eff. 4-1-06.

householdourposes.

(6) “Debt cancellation contract’” means a loan term or contrac DFI-SL 22.03 Refunds of fees in the event of ter-
tual arrangement modifying loan terms under which an associaination or prepayment of the covered loan.
tion agreego cancel all or part of a custorreobligation to repay (1) Rerunps. If a debt cancellation contract or debt suspension
anextension of credit from that association upon the occurrersgreemenis terminated, including when the customer preiag's
of a specified eventThe agreement may be separate from or a patdveredloan, the association sha#fund to the customer any
of other loan documents. unearnedees paid for the contract unless the contract provides
(7) “Debt suspension agreement” means a loan terooor otherwise. An association mayfgm‘a customer a contract that
tractualarrangement modifying loan terms undéiich an asso doesnot provide fOl’ a refund only if the association aldersfthat
ciation agrees to suspend all or part of a custméligation to  customera bona fide option to purchase a comparable contract
repayan extension of credit from that association upon the occtiatprovides for a refund.
renceof aspecified event. The agreement may be separate from(2) THE METHOD OF CALCULATING REFUND. The association
or a part of other loan documents. “Debt suspenagyeement” shall calculatethe amount of a refund using a method at least as
doesnot include loan paymeneferral arrangements in which thefavorableto the customer as the actuarial method.
triggering event is theborrowets unilateral election to defer History: CR 05-045 cr. Register January 2006 No. 60eff. 4-1-06.
repaymenbr the associatios’unilateral decision to allow a defer
ral of repayment. DFI-SL 22.04 Method of payment of fees.  Except as

(8) “Open—enccredit” means consumer credit extended by a{?{ovidedin s.DFI-SL 22.02 (3) an association mayfef acus
associatiorunder a plan in which: omerthe option of paying the fee for a contract in a single pay

- ment,provided the association alsdev§ the customertaona fide

_ (&) The association reasonably contemplates repeated trangdtion of paying the fee for that contract in monthly or other-peri
tions; o _ ] ] odic payments. If the associatiorfat thecustomer the option
_ (b) The association may impose a finance gadrom time to  to finance the single payment by adding it to the amount the cus
time on an outstanding unpaid balance; and tomeris borrowing, the association shall also disclose to the cus

(c) The amount of credit that may be extended to the custon@mer,in accordance with ®FI-SL 22.05 whether and, if so, the
during the term of the plan, up to any limit set by #ssociation, time period during which, the custonteaycancel the agreement
is generally made available to the extent that any outstanding lzaldreceive a refund.
anceis repaid. History: CR 05-045 cr. Register January 2006 No. 6Q%eff. 4-1-06.

9) “Residentialmortgage loan” mearsloan secured by 1-4 .
fan(1ilg/ residlentiall real p?ro%etty ! y DFI-SL 22.05 Disclosures. (1) CONTENT OF SHORT

History: CR 05-045 cr. Register January 2006 No. 6Q1eff. 4-1-06. FORM OF DISCLOSURES. The short form of disclosures required by
this section shall include information relating to any of the follow

DFI-SL 22.02 Prohibited practices. (1) AnT-TviNG.  ing that is appropriate to the productfeséd:
An association shall not extend creditatter the terms or condi (a) That the product is optional.
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DFI-SL 22.05 WISCONSIN ADMINISTRATIVE CODE 54
(b) Lump sum payment of fee. and promotional materials are of a general nature describing or
(c) Lump sum payment of fee with no refund. listing the services or productsfefed by the association.

L History: CR 05-045 cr. Register January 2006 No. 60leff. 4-1-06.
(d) Refund of fee paid in lump sum. y 9 v .

(e) Any additional disclosures. DFI-SL 22.06 Affirmative election to purchase  and
(f) Eligibility requirements, conditions and exclusions. ~ acknowledgement of receipt of disclosures required.
(2) CONTENT OF LONG FORM DISCLOSURES. The long formof (1) AFFIRMATIVE ELECTION AND ACKNOWLEDGEMENT OF RECEIPT

disclosuresrequired by this section shall include informatiorPF: DISCLOSURES. Before enteringnto a contract the association
relatingto any of the following that is appropriate to freduct shallobtaina customés written afirmative election to purchase

acontract and written acknowledgemeiiteceipt of the disclo

offered: . . suresrequired by sDFI-SL 22.05 (2) The election and acknowl
(2) That the product is optional. edgementinformation shall be conspicuous, simple, direct,
(b) An explanation of debt suspension agreement. readily understandable, and designed to call attention to their sig
(c) The amount of fee. nificance. The election and acknowledgement satisfy these stan
(d) Lump sum payment of fee. ((jj)rdSIf they conform with the requirements inBF1-SL 22.05

(e) Lump sum payment of fee with no refund.

(f Refund of fee paid in lump sum (2) TeLerHONEsoLICITATIONS. If the sale of a contraciccurs

by telephone, the customsiafirmative election to purchaseay

(9) Use of card or credit line restricted. be made orallyprovided the association does all of the following:
(h) Termination of product. (a) Maintainssuficient documentation to show that the cus
(i) Eligibility requirements, conditions and exclusions. tomerreceivedthe short form disclosures and thefirafatively

Note: Copies of the short and long form, and instructions for using them may gtected to purchase the contract.

obtainedby writing to the Department of Financial Institutions, Division of Banking, i i i i i
P.O.Box 7876, Madison, WI 53707-7876 or by downloading it from the depart (b) Mails the alirmative written election and written acknowl

ment'swebsite www.wdfi.org. Shortform disclosures made in a form that is-sub €dgementtogether withthe long fo_rm disclosyres required by s.

stantially similar to the disclosures available from the department will satify DFI-SL 22.05 to the customer within 3 business days after the

Torm that s substantally simiiar 10 the disciosures avalabie fom the depanment e Ponesolicitation, and maintains sidient documentation to

satisfythe long form disclosure requirements of this section. \% owit made reasonablefefts to obtain the documents from the
(3) DISCLOSURE REQUIREMENT, AND TIMING AND METHOD OF ~ CuStomer.

DISCLOSURES. (a) Short form disclosures. The association shall _(€) Permits the customén cancel the purchase of the contract

makethe short form disclosures orally at the timeabsociation Without penalty within 30 days after the association has mailed the

first solicits the purchase of a contract. loan form disclosures to the customer

(b) Long form disclosures, The association shall make the long (3) SOLICITATIONS USING WRITTEN MAIL INSERTSOR “TAKE ONE”
form disclosures in writing before the customer completes thBPLICATIONS. If the contract is solicitethrough written materials
purchaseof the contractIf the initial solicitation occurs in person, SUchasmail inserts or “take one” solicitations and the association
the association shall provide the long fodisclosures in writing Providesonly the short form discourses in the written materials,
atthat time. thenthe association shall mafie acknowledgment of receipt of
disclosurestogether with the long form disclosures required by
s, DFI-SL 22.050f thischapterto the customer within 3 business
aﬁys,beginning of the first business day after the customer con

grg(l)ly ar(l)df fr?g”crgr?t"r;l?;? {gn%remcﬂgg%sgﬁ’tﬁﬂdé'fb?lg?r:gggaégtactstheassociation or otherwise responds to the solicitation. The
by ' - o &%sociatiormaynot obligate the customer to pay for the contract
beginningon the first business day after the telephone solicitati

— : : L ; " Qihtil after the association has received the custemeritten

(d) Solicitations using written mail inserts or “take one”  acknowledgmenbf receipt of disclosures unless the association
applications. If the contract solicited through written materialsgoesall of the following:
suchas mail inserts or “take one” applications, #ssociation (a) Maintains stfficient documentation to show that thgsoi

may provide only the short fordisclosures in the written materi a4ianprovided the acknowledgement of receipt of disclosures to
alsif the association mailthe long form disclosures to the e:usdthe customer as required by this section.

tomerwithin 3 business days, beginning on the first business ay(b) Maintains sufcient documentatioto show that the asso

afterthe customer contacts the association to respond to the solici . | i f h ;
tation, subject to the requirements of3FI-SL 22.06 (3) clation made reasonablefefts to obtain from theustomer a writ

Electronic t i Disc] d ibed in thi tenacknowledgement of receipt of the long form disclosures.
fi orgegr ovid erg?r;(r:oL?ngLSZI elgtrllrzni C'Sn(]:eodsigrgﬁ allesgrilnea rlnnanrl15e|=s§g (c) Permits the customers to cancel the purchase of the contract
: . : P : Without penalty within 30 days after the association has mailed the
sistentwith the requirements of the Electronic Signatuires lona form disclosures to the customer
Globaland National Commerce Act5 USC 700%t seq. 9

(4) FoRM OF DISCLOSURES. (a) Understandable disclosures. (4) ELecTrRONIC ELECTION. An affirmative election and

. - : - . acknowledgemenmade electronically shall be in a manoen
The disclosuregequired by this section shall be conspicuoUgjgient with the requirements of the Electronic Signatuires
simple,direct, readily understandable, and designed tataih

tion to the nature and significance of the information provided.GlHOigsrly?ngR'\égfggilr_gg&ggﬁﬁ%ﬁggogﬁf 62?92_13}_?%5_

(b) Meaningful disclosures. The disclosures required by this
section shall be in a meaningful form. DFI-SL 22.07 Safety and soundness requirements.

Note: The following are examplesf means that call attention to the nature andAn association shathanage the risks associated with debt can
o Gall atemton 1o the ieclosures: ypeface and ype Size (hat are Eas 1o react goieioncontracts and debt suspension agreemenisdardance
rgefrzmsand ample line spacing; bdld%gce or italics)f/gr key words; and di.l{tinctivetil ): Hﬁ safe and So,und banklnpnglnqlples: AC,Cordlngl'yan assocta
style,and graphialevices, such as shading or sidebars, when the disclosures are cd@n shall establish and maintairfedtive risk management and
binedwith other information. controlprocesses over its debt cancellation contrautsdebt sus

(5) ADVERTISEMENTSAND OTHERPROMOTIONAL MATERIAL FOR  pensionagreements. Such procesisetude appropriate recogni
DEBT CANCELLATION CONTRACTS AND DEBT SUSPENSIONAGREE- tion and financial reporting of income, expensessets and liabil
MENTS. Theshort form disclosures are required in advertisemerities, and appropriate treatmeaof all expected and unexpected
andpromotional material for contracts unless #itlwertisements lossesassociated with the products. An association siatl
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assesghe adequacy of its internal control and risk mitigation
activitiesin view of the nature anscope of its debt cancellation
contract and debt suspension agreement programs.

History: CR 05-045 cr. Register January 2006 No. 6Qleff. 4-1-06.

DFI-SL 22.07
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